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1 . ON AUGUST 13, OPIC SENT THE FOLLOWING LETTER TO TEF.T.F. OF 
CHEMONICS. BEGIN QUOTE. DEAR MR. TEELE. WE HAVE REVIEWED 
YOUR REQUEST FOR FINANCING, BASED ON CHEMONICS' FEASIBILITY 
STUDY, TO IMPLEMENT AN UPLAND RICE PROJECT IN THE MBANDJOCK 
AREA OF CAMEROON. 

IN OUR REVIEW, WE CONSIDERED EXPECTED RICE YIELD PER HECTARE 
TO BE AN EXTREMELY CRITICAL FACTOR IN THE OVERALL FEASIBILI- 
TY OF THE VENTURE. THE STUDY INDICATES THAT YIELD DATA FOR 
THE MBANDJOCK AREA ARE MEAGER AND INCONCLUSIVE AND THAT 
THERE IS NO AGREEMENT AMONG RICE EXPERTS FAMILIAR WITH THE 
PROJECT AREA THAT THE ASSUMED "BASE" YILD OF THREE TONS 
PER HECTARE IS ACHIEVABLE. OPIC HAS ASKED OTHERS FAMILIAR 
WITH UPLAND RICE PRODUCTION TO COMMENT ON THIS ASPECT OF 
THE STUDY AND FOUND THEY COULD OFFER LITTLE SUPPORT FOR THE 
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BASE YIELD ASSUMPTION. THEREFORE, WE CONCLUDE THAT WITHOUT 
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A PILOT PROJECT TO PROVE THE YIELD ASSUMPTION, THE FEASIBIL- 
ITY OF THE PROJECT REMAINS INDETERMINATE AND IMPLEMENTA- 
TION AT THIS TIME WOULD BE PREMATURE. 

MOREOVER, EVEN AT THE BASE RICE YIELD, THE PROJECT APPEARS 
UNATTRACTIVE TO OPIC AS A LONG-TERM LENDER. AN ANALYSIS 
OF THE FINANCIAL PROJECTIONS INDICATES THAT IN TERMS OF 
ITS NET PROFITABILITY, CASH FLOW COVERAGE OF LONG-TERM 
DEBT, AND RETURN ON INVESTMENT THE PROJECT IS MARGINAL. 
ADDITIONALLY, THE PROJECTIONS APPEAR EXTREMELY SENSITIVE 
TO ANY ADVERSE CHANGES IN THE FINANCIAL ASSUMPTIONS, SUCH 
AS YIELD, PRICE OF RICE, COSTS, ETC. 

THEREFORE, WE MUST DECLINE TO PARTICIPATE IN THE FINANCING 
OF THE PROPOSED PROJECT AT THIS TIME. IN VIEW OF OUR PRE- 
VIOUS EFFORTS ON BEHALF OF THE PROJECT, WE PARTICULARLY 
REGRET HAVING TO TAKE THIS DECISION. VERY TRULY YOURS, 
ANTHONY J. HOPE, VICE PRESIDENT, FINANCE DEPARTMENT. END 
QUOTE. 

2. COPIES HAVE BEEN POUCHED TO AMBASSADOR AND ECONOFF. 

OPIC SUGGESTS ECONOFF SHOW COPY OF LETTER TO TCHETGEN. 

3. OPIC HAS GREATLY APPRECIATED EMBASSY'S CONTINUOUS AND 
TIMELY SUPPORT THROUGHOUT THE PAST YEAR THAT OPIC WAS 
INVOLVED IN PROMOTING RICE PROJECT. ANALYSIS AND DETAILED 
REPORTING IN REFTEL VERY HELPFUL. OPIC IS VERY EAGER TO 
PARTICIPATE FINANCIALLY IN A PROJECT IN CAMEROON. FINAN- 
CIAL VIABILITY AND PARTICIPATION OF U.S. FIRM IN EQUITY 
REMAIN KEY CRITERIA. OPIC HAD HOPED MAIZE PROJECT BEING 

STUDIED BY A AND B FOR SNI WOULD FIT THESE CRITERIA, HOW- 
EVER, RECENT TELEPHONE DISCUSSION WITH A AND B EXECUTIVE 
INDICATED BRITISH FIRM DALGETY WOULD PROBABLY BE PRIME 
CONTRACTOR AS WELL AS FOREIGN INVESTOR IN THE PROJECT. 

A AND B WOULD SUBCONTRACT TO DALGETY AND NOT HOLD EQUITY. 
THIS EXTREMELY DISAPPOINTING TO OPIC BUT IT IS POSSIBLE 
THAT THIS WILL NOT BE FINAL OUTCOME. DECONTROL FOLLOWING 
8/16/77. KISSINGER 
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